Okun law holds that there is a particular quantity relationship between the 
rate of unemployment and the rate of GDP decline. 

Okun coefficient reflects the GDP sensibility to unemployment growth. 
Natural unemployment does not affect on cycle 

Rate of unemployment reflects on a sum of natural and cycle 
unemployment. 


Nol 

Real GDP= 900 bin 

Ua (actual unemployment) = 10% 
Un (natural unemployment) = 5% 
Oc (Okun coeff) = 2 

A GDP - ? 


Ua = Un + U: (cycle unemployment) 

U: = 10 - 5 = 5% 

AGDP= U: * Oc =5*2=10 (GDP will drop by 10%) 
900 


GDP= 10° 90 bln 


